Historic,  archived  document 

Do  not  assume  content  reflects  current 
scientific  knowledge,  policies,  or  practices. 


ERS   294 

//  MTNNML  A3Ji.S«  U II W 


ttttEM  SUttfe  BB6MB8 


L 


RBCR&AXION 

FACILITIES  AND  SERVICES 
OPERATED  BY  FHA  BORROWERS 


ECONOMIC   RESEARCH   SERVICE 
U.S.   DEPARTMENT  OF   AGRICULTURE 


PREFACE 

This  report  was  developed  by  Economic  Research  Service  (ERS)  economists 
from  unpublished  secondary  data  made  available  by  Farmers  Home  Administration 
(FHA) .   Several  generalizations  are  possible  from  this  analysis.   However,  ad- 
ditional financial  and  related  management  data  are  needed  for  an  adequate  eco- 
nomic analysis  of  the  opportunities  offered  by  introducing  recreation  enterprises 
on  farms.   The  present  exploratory  investigation  was  made  to  provide  a  basis 
for  further  studies  of  these  opportunities. 

The  authors  wish  to  express  their  appreciation  to  Robert  S.  Crites, 
Recreation  Specialist  of  the  FHA,  for  making  available  the  working  papers  used 
in  their  analysis  and  for  his  assistance  involving  FHA  programs  and  policies. 
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SUMMARY 

Of  two  groups  of  Farmers  Home  Administration  borrowers  operating  farm  rec- 
reation enterprises,  Group  1  borrowers  —  farmers  who  had  loans  specifically 
to  develop  recreation  facilities  —  offered  a  larger  variety  of  facilities  and 
earned  larger  gross  incomes  than  Group  2  borrowers.   This  second  group  of  bor- 
rowers were  farmers  who  had  loans  for  other  purposes,  but  who  had  developed 
recreation  enterprises  independent  of  FHA  financial  assistance. 

Major  interest  of  both  groups  was  in  water-based  facilities,  which  included 
facilities  for  fishing,  boating,  and  swimming.   These  facilities  accounted  for 
about  a  third  of  the  342  separate  recreation  facilities  reported.   Facilities 
for  picnicking,  sports,  and  camping  were  second  in  popularity  for  Group  1  bor- 
rowers, whereas  hunting  areas  were  Group  2  borrowers'  second  choice.   Facilities 
for  farm  vacations  ranked  third  for  both  groups,  and  horseback  riding,  fourth. 
Other  recreation  facilities,  which  included  golf  courses,  winter  sport  and 
camping  areas,  were  of  minor  importance  for  both  groups. 

Under  provisions  of  the  Food  and  Agriculture  Act  of  1962,  farmers  are  able 
to  borrow  from  the  FHA  to  establish  income-producing  recreation  enterprises  on 
their  farmlands.   In  this  way,  they  can  not  only  increase  their  incomes,  but 
also  reduce  farm  commodity  surpluses  and  provide  needed  new  recreation  fac- 
ilities. 

More  than  half  the  recreation  facilities  reported  in  the  study  were  estab- 
lished after  1962.   Of  the  183  borrowers,  two-thirds  had  under  5  years'  experi- 
ence in  operating  recreation  enterprises.  Group  1  borrowers  were  relative 
newcomers  to  the  recreation  business  and  tended  to  have  less  experience  than 
Group  2  borrowers. 

More  than  half  the  borrowers  operated  beef  or  crop  farms.  The  average  size 
of  their  farms  was  387  acres.   Because  of  the  various  interpretations  of  defi- 
nitions used  in  the  study  by  the  FHA  supervisors,  estimated  acreages  used  for 
recreation  on  individual  farms  were  generally  not  dependable.  Acreage  or  size 
of  the  recreation  area,  however,  was  not  an  indication  of  its  income  potential. 
A  small  well-organized  recreation  area  stressing  optimum  use  of  available  re- 
sources may  be  more  profitable  than  a  larger  one. 

About  two-thirds  of  the  borrowers  operated  recreation  enterprises  which 
offered  only  one  type  of  facility.  These  operators  tended  to  be  younger  (20 
to  39  years  old)  than  operators  of  multiple-use  enterprises.  For  all  enter- 
prises, though,  the  median  age  group  was  40  to  49  years. 

About  1  in  8  borrowers  in  Group  1  and  1  in  4  in  Group  2  said  that  they  had 
experienced  no  problems  with  their  recreation  business.  However,  many  of  the 
problems  mentioned  by  the  rest  of  the  borrowers  reflected  their  inexperience 
in  this  field.   Problems  most  frequently  mentioned  were  cost  of  advertising  and 
poor  returns  from  it;  difficulty  of  obtaining  adequate  liability  insurance  at 
reasonable  cost;  excessive  demands  on  operator  and  family  labor;  difficulty  in 
getting  and  keeping  adequate  help;  operator's  need  for  a  personality  adjustment; 
and  inadequate  facilities  available  for  the  recreation  enterprise.   Several 
borrowers  also  mentioned  the  need  for  additional  professional  assistance  and 
guidance  in  establishing  a  recreation  business. 
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RECREATION  FACILITIES  AND  SERVICES  OPERATED  BY 
FHA  BORROWERS 

By  Judith  M.  Huff  and  Hugh  A.  Johnson,  Agricultural  Economists 
Natural  Resource  Economics  Division 
Economic  Research  Service 

Development  of  income-producing  outdoor  recreation  facilities  by  farmers 
and  other  rural  groups  through  programs  of  the  U.S.  Department  of  Agriculture 
was  promoted  under  provisions  of  Title  IV  of  the  Food  and  Agriculture  Act  of 
1962.  1_/  The  aim  of  Title  IV  was  to  increase  farm  incomes,  reduce  farm  com- 
modity surpluses,  and  provide  needed  new  recreation  facilities. 


FHA  ROLE  IN  DEVELOPING  RECREATION  ENTERPRISES 

The  Farmers  Home  Administration  (FHA)  provides  credit  to  finance  farm  own- 
ership, operating  expenses,  soil  and  water  conservation,  improve  farm  buildings, 
and  rural  housing.   Credit  and  management  assistance  are  combined  to  ensure 
productive  use  of  farmers'  resources. 

Family  farmers  may  now  borrow  money  through  farm  operating  and  ownership 
loans  of  the  FHA  to  establish  income-producing  recreation  enterprises  on  their 
farms.   The  maximum  farm  operating  loan  is  $35,000  or  the  property's  appraised 
value,  whichever  is  the  lesser  amount.   The  maximum  farm  ownership  loan  is 
$60,000  or  the  normal  appraised  value  of  the  real  estate  security,  whichever  is 
the  smaller  amount.  The  borrower's  unpaid  principal  balance,  plus  any  past  due 
interest  against  his  farm  or  other  security  or  both,  plus  the  amount  of  the  farm 
operating  loan,  cannot  exceed  this  limit.   Operating  loans  are  made  for  up  to  7 
years;  real  estate  loans,  up  to  40  years.  Eoth  types  of  loans  carry  an  interest 
rate  of  5  percent. 

As  of  June  1964,  approximately  143,700  individual  FHA  borrowers  had  active 
farm  ownership  or  operating  loans,  and  of  these,  227  had  loans  for  recreation 
facilities. 

Growing  national  demand  for  recreation  has  stimulated  interest  in  develop- 
ing recreation  enterprises  on  farms.   Profitable  ones  will  supplement  farmers' 
incomes.  However,  little  is  known  about  the  economic  advantages  to  be  gained 
from  establishing  them.   Information  about  the  conditions  necessary  for  success 
is  increasingly  important. 


1/  The  Food  and  Agriculture  Act  of  1965,  passed  after  this  survey  was 
conducted,  offers  even  greater  opportunities  for  developing  recreation  on  farms 
and  in  rural  areas. 
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The  Department's  knowledge  about  the  economic  feasibility  of  developing 
recreation  enterprises  has  lagged  behind  its  technical  knowledge  about  con- 
structing facilities  and  using  natural  resources.   Standards  for  efficient 
enterprise  management,  and  guidance  on  other  elements  affecting  the  economic 
feasibility  of  developing  profitable  recreation  facilities  are  needed. 

In  December  1964,  FHA  began  a  study  to  examine  borrowers'  experience  in 
operating  recreation  enterprises. 

The  purposes  of  this  study  were  to: 

(1)  Enumerate  and  classify  the  kinds  of  recreation  enterprises  developed 
by  FHA  borrowers; 

(2)  Describe  farm  characteristics;  and 

(3)  Determine  the  kinds  of  problems  and  difficulties  encountered  by  FHA 
borrowers. 


THE  SURVEY 

Sources  of  Data 

Information  about  recreation  enterprises  was  derived  from  farm  and  home 
plans  on  file  in  the  FHA  supervisors'  offices.   These  data  were  analyzed  on  the 
basis  of  whether  the  operators  of  farm  recreation  enterprises  had  borrowed  mon- 
ey from  the  FHA  specifically  for  the  development  of  such  enterprises.   In  this 
study,  operators  who  borrowed  money  from  the  FHA  specifically  to  develop  rec- 
reation enterprises  on  their  farms  were  designated  Group  1  borrowers.   Those 
who  had  borrowed  from  the  FHA  for  other  purposes  were  designated  Group  2  bor- 
rowers.  By  comparing  and  contrasting  the  characteristics  of  these  two  groups 
of  borrowers,  certain  aspects  of  the  FHA  loan  program  can  be  appraised  and 
evaluated. 

Information  from  a  total  of  183  borrowers  was  analyzed.   Group  1  consisted 
of  95  reports,  and  represented  about  42  percent  of  the  227  FHA  loans  made  spe- 
cifically for  recreation  developments.  Group  2  consisted  of  88  reports,  which 
represented  an  unknown  proportion  of  all  borrowers  operating  recreation  enter- 
prises who  did  not  finance  their  recreation  developments  with  FHA  funds.   Since 
statistical  accuracy  in  sampling  was  not  emphasized,  expanding  the  results  to 
include  all  FHA  borrowers  operating  recreation  enterprises  or  to  include  all 
farmers  (in  the  U.S.  operating  recreation  enterprises)  would  be  extremely 
hazardous.  However,  general  observations  concerning  the  borrowers  included  in 
this  survey  can  be  made. 

General  Description 

These  183  reports  describe  a  few  operating  characteristics  of  different 
types  of  farms  widely  scattered  throughout  the  country.   Group  1  represents 
FHA  borrowers  from  35  States;  Group  2,  only  17  States. 
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Of  Group  1  borrowers,  75  percent  established  recreation  facilities  after 
the  Food  and  Agriculture  Act  of  1962  was  passed.   Most  of  the  remaining  Group  1 
borrowers  had  been  in  the  recreation  business  up  to  5  years  before  the  Act,  and 
several  up  to  27  years. 

In  contrast  to  Group  1,  about  a  third  of  Group  2  borrowers  began  operating 
after  the  Act,  while  another  third  had  been  operating  up  to  5  years  before  the 
Act.   The  remaining  third  had  been  in  the  recreation  business  up  to  34  years. 

Definitions  of  Facilities  and  Services 


Definitions  of  facilities  and  services  as  used  in  this  analysis  are  as 
follows: 

Farm  vacation  facilities  include  rooms,  or  room  and  board,  in  farmhouse  or 
in  separate  lodging  quarters. 

Picnicking,  sports,  and  camping  facilities  include  areas  where  camping  may 
be  overnight  or  longer. 

Swimming  facilities  include  pools  or  beaches  on  ponds,  lakes,  streams,  and 
tidal  waters,  and  related  services. 

Golfing  facilities  include  9-  or  18-hole  courses,  9-  or  18-hole  par  3 
courses,  driving  ranges,  miniature  golf,  and  related  services. 

Winter-sports  facilities  include  ski  tows  or  lifts,  ice  skating,  hockey  or 
curling  rinks,  toboggan  runs,  and  related  services. 

Horseback-riding  facilities  include  horse  rentals,  riding  instructions,  in- 
door and  outdoor  arena,  boarding  and  training  horses,  saddle  and  pack  trips 
with  or  without  guide  for  a  day  or  longer,  pony  rides,  hay  rides,  sleigh  rides, 
rodeos,  horse  shows,  and  related  services. 

Fishing  facilities  include  ponds,  lakes,  streams,  and  tidal  waters  used 
for  fishing,  guide  service  for  a  day  or  longer,  float  trips,  bait,  and  related 
services. 

Boating  facilities  include  rental  boats  for  a  day  or  longer  with  or  with- 
out guide,  gasoline,  maintenance,  docks,  storage,  and  related  services. 

Travel-trailer  parks  include  areas  for  trailers  and  campers'  tents  for 
overnight  or  longer,  and  related  services. 

Hunting  facilities  include  shooting  preserves,  hunting  areas  leased  to 
clubs  or  individuals,  guide  service  for  a  day  or  longer,  hunting  pack  trips, 
and  related  services. 

Camps  include  day  or  resident  camps  catering  to  both  sexes  or  exclusively 
to  one  and  which  may  specialize  in  some  particular  activity.  Participants  may 
be  children  or  adults. 
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Not  specified  includes  recreation  facilities  not  specified  on  reports. 

These  12  classifications  were  reduced  to  6  by  combining  them  on  the  basis 
of  the  kinds  of  resources  used,  the  kinds  of  services  provided,  and  the  fre- 
quency of  their  occurrence  as  follows:  Water-based;  farm  vacation;  picnicking, 
sports,  and  camping;  hunting;  horseback  riding;  and  "other"  facilities. 

Fishing,  boating,  and  swimming  were  grouped  under  water-based  facilities. 
Travel-trailer  parks  were  included  with  picnicking,  sports,  and  camping.   Golf- 
ing, winter  sports,  and  camp  operations,  reported  infrequently,  were  included 
with  facilities  not  otherwise  defined  in  a  general  "other"  category. 

Types  of  Facilities  and  Services 

An  enumeration  of  all  separate  facilities  and  services  provided  by  the  183 
borrowers  is  shown  in  table  1. 

Major  interest  of  borrowers  was  concentrated  in  water-based  facilities. 
This  grouping  accounted  for  about  a  third  of  all  342  separate  facilities  and 
services  reported.  Fishing  facilities,  the  most  frequent,  accounted  for  65 
percent  of  this  category,  as  compared  with  26  percent  for  boating  and  only  9 
percent  for  swimming.  This  relative  distribution  was  basically  the  same  for 
both  groups  of  borrowers. 

Whereas  water-based  recreation  clearly  led  the  list  of  facilities  for  both 
groups,  rankings  of  the  other  types  of  facilities  were  less  consistent.   Pic- 
nicking, sports,  and  camping  areas,  which  were  prominent  in  Group  1,  ranked 
very  low  in  Group  2;  hunting,  which  ranked  high  in  Group  2,  was  low  in  Group  1. 
Farm  vacation  facilities  ranked  third  in  both  groups,  with  borrowers  in  Group  2 
showing  significantly  greater  interest.   Horseback  riding  ranked  fourth  among 
the  facilities  listed  for  both  groups.   This  position  can  probably  be  related 
to  known  difficulties  and  risks  associated  with  this  type  of  recreation  enter- 
prise.  Other  facilities  were  of  minor  importance  for  both  groups. 

Approximately  two-thirds  of  the  borrowers  in  Group  1  and  half  of  those  in 
Group  2  provided  overnight  accommodations,  such  as  rooms  in  the  farmhouse,  cab- 
ins and  cottages,  or  camping  areas  for  tents  and  trailers.   Included  here  were 
those  borrowers  who  operated  overnight  pack  trips  or  hunting  t_rips. 


Comparison  With  ORRRC  Survey 

Swimming  and  picnicking  are  among  the  most  popular  recreation  activities 
and  fishing  and  boating  are  among  the  top  10  activities  according  to  the  recent 
ORRRC  report.  2/  This  report  further  states  that  most  people  seek  outdoor 
recreation  in,  on,  or  near  water. 


2/  Outdoor  Recreation  Resources  Review  Commission.   Outdoor  Recreation  for 
America.   Govt.  Print.  Off.,  Jan.  1962,  p. 34. 
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Table  1  —  Distribution  of  recreation  facilities  and  services  operated  by  183  FHA  borrowers, 

1964  1/ 


Recreation  facilities 
and  services 


Group  1  2/ 


Total 


Percentage 
of  total 


Group  2  3/ 


Total 


Percentage 
of  total 


Total  facilities  and 
services 


Total 


Percentage 
of  total 


Water-based: 
Fishing  — 
Boating  — 
Swimming  - 


Total 


Picnicking,  sports,  and 
camping: 
Travel-trailer  parks- 
All  other  


Total 


Farm  vacation  — 

Hunting  

Horseback  riding 

Other: 

Golfing  

Winter  sports  - 

Camps  

Not  specified  - 


Total 
Total 


Number 

45 
20 


73 


33 
20 
25 


Percent 

21 
9 
4 


34 


16 

9 

12 


Number 

26 
8 
2 


Percent   Number 


36 


30 
33 
16 


20 
6 
2 


71 
28 
10 


28 


109 


23 
26 
12 


2 

A/ 

2 


6  3 
53 
41 


16 


Percent 

21 
8 
3 


32 


16 
36 

8 
17 

1 
7 

4/ 
5 

17 

43 

5 
13 

52 

25 

8 

6 

60 

18 

18 
15 

12 


212 


100 


130 


100 


342 


100 


1/   See  pp.  3  and  4  for  definitions  of  recreation  facilities  and  services. 

2/   Includes  95  borrowers  who  used  FHA  funds  specifically  to  develop  their  recreation  enter- 
prises. 

3/   Includes  88  borrowers  who  did  not  use  FHA  funds  to  develop  their  recreation  enterprises. 
4/  Less  than  1  percent. 
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Water-based  recreation  facilities  as  a  group  predominated  also  in  the  sur- 
vey of  FHA  borrowers.   In  sharp  contrast  to  the  ORRRC  emphasis  on  the  demand 
for  swimming,  only  10  swimming  facilities  were  reported  for  the  183  FHA  bor- 
rowers.  Possibly,  use  of  farm  ponds  or  of  lakes  and  streams  for  swimming  was 
not  reported  due  to  interpretation  of  definitions  by  persons  providing  the  in- 
formation.  The  availability  of  swimming  to  users  of  other  farm-based  recrea- 
tion facilities  might  be  more  prevalent  than  indicated. 

The  actual  number  of  picnicking  facilities  may  also  be  understated.   They 
complement  many  other  types  of  recreation  activities  and  seldom  occur  alone. 
Since  they  were  reported  in  combination  with  sports  and  camping  areas  on  the 
farms  being  analyzed,  their  true  significance  to  recreation  enterprises  oper- 
ated by  FHA  borrowers  in  this  analysis  could  not  be  determined. 

CHARACTERISTICS  OF  FARMS  SURVEYED 

Farm  Types  and  Recreation  Enterprises 

Operations  classified  by  the  FHA  supervisors  as  beef  and  crop  farms  were 
almost  equally  important  among  the  183  farm  operations,  totaling  51  percent  of 
the  reports.   Proportions  of  dairy,  livestock,  and  general  farms  were  practical- 
ly identical  in  the  two  groups  studied.   Crop  farms  predominated  among  Group  1 
and  beef  farms  among  Group  2  borrowers.   Eight  in  ten  records  where  no  farm 
type  was  reported  were  also  in  Group  2. 

Almost  45  percent  of  Group  2  borrowers  were  located  in  northwestern 
Florida  and  southwestern  Montana.  No  other  State  clusters  were  observed.  The 
16  Florida  borrowers  primarily  offered  facilities  for  water-based  activities 
and  hunting.   Twelve  percent  of  all  water-based  facilities  and  11  percent  of 
all  hunting  facilities  reported  by  the  183  borrowers  were  in  Florida.   The  22 
Montana  borrowers  offered  facilities  for  hunting,  horseback  riding,  and  farm 
vacationing.   There  was  a  strong  relationship  between  hunting  and  horseback 
riding  because  hunting  pack  trips  were  frequently  reported.   The  frequency  of 
farm  vacation  facilities  was  related  to  this  situation.   The  hunting  operations 
located  in  Montana  accounted  for  30  percent  of  all  those  reported;  those  for 
horseback  riding,  20  percent;  and  those  for  farm  vacationing,  14  percent. 

The  total  effect  of  the  reports  from  Florida  and  Montana  was  best  dem- 
onstrated by  combining  the  number  of  hunting  facilities  each  reported.  More 
than  40  percent  of  the  total  hunting  facilities  operated  by  the  183  borrowers 
were  located  in  these  two  States.   Two-thirds  of  these  facilities  reported  by 
Group  2  were  in  Florida  and  Montana. 

Type  of  farm  did  not  appear  to  greatly  influence  the  type  of  recreation 
facilities  or  services  provided.   This  is  more  apt  to  be  related  to  or  de- 
pendent upon  other  elements,  such  as  natural  land  characteristics,  physical 
limitations,  climate,  wildlife,  and  vegetation.   Location,  the  demand  for  spe- 
cific kinds  of  recreation  in  the  area,  and  the  entrepreneurs'  own  attitudes 
and  interests  toward  recreation  also  affect  the  type  of  facilities  that  will 
be  developed. 
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Average  Size  of  Farm  and  Acreage  Used  for  Recreation 

The  average  size  of  182  farms  was  387  acres.   One  exceptionally  large  farm 
was  omitted.   Dairy  farms,  averaging  206  acres,  were  smallest;  livestock  farms, 
averaging  918  acres,  were  largest.   Farms  in  Group  2  were  consistently  larger 
in  average  acreage  for  each  of  the  five  farm  types.  More  Group  2  farms  were 
located  in  the  West  which  may  partially  explain  this  observation.  Age  of  oper- 
ator and  farm  assets  did  not  seem  to  be  of  any  consequence. 

Acreage  used  for  recreation  was  estimated  for  nearly  all  farms.   These 
estimates,  however,  were  generally  not  dependable.   Some  estimates  obviously 
reflected  a  fairly  strict  interpretation  of  definitions,  while  others  allowed 
for  secondary  recreational  use  of  crop,  pasture,  or  other  lands.   For  example, 
only  10  acres  were  reported  for  recreation  use  on  a  300-acre  general  farm  pro- 
viding facilities  and  services  for  farm  vacations,  picnicking,  sports,  and 
camping.   Conversely,  all  the  area  on  a  livestock  farm  with  several  hundred 
acres  was  reported  as  being  used  for  farm  vacations.   Some  distinction  between 
primary  and  secondary  uses  of  land  for  recreation  is  needed  if  any  meaningful 
inventory  of  recreation  acreages  is  to  be  established. 

Acreage  or  size,  however,  does  not  indicate  income-making  potential  or  ef- 
fectiveness of  resource  uses.   A  small,  well-organized  recreation  area  stressing 
optimum  use  of  available  resources  may  be  more  rewarding  in  both  recreation 
provided  and  income  earned  than  a  larger,  underdeveloped  one. 

The  ORRRC  report  observed  that: 

The  capacity  of  a  resource  to  serve  recreation  needs 
is  a  more  accurate  measure  of  supply  than  acreage. 
For  some  activities  large  numbers  of  acres  are 
essential,  but  for  most  it  is  not  the  number  of  acres 
but  how  they  are  used  that  is  most  important. 
Facilities  and  improvements  are  thus  in  many  cases 
the  key  to  effective  supply.  3/ 

ORGANIZATION  OF  RECREATION  ENTERPRISES  ON  FARMS 

Single  Enterprises 

Roughly  two-thirds  of  the  183  borrowers  were  operating  recreation  enter- 
prises which  offered  only  one  type  of  recreation.  Half  the  borrowers  in  Group 
1  and  three-fourths  of  those  in  Group  2  were  in  this  category. 

Numerically,  the  most  important  single  enterprises  were  those  for  hunting, 
farm  vacationing,  and  water-based  activities,  with  a  greater  concentration  of 
these  three  in  Group  2,  particularly  those  for  hunting.   Enterprises  offering 


3/  Page  34  of  reference  cited  in  footnote  2. 
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horseback-riding  facilities  were  fourth  in  order  of  frequency.   The  "other" 
category  in  this  instance  included  the  six  golfing  facilities,  the  three  camps, 
the  three  nonspecified  facilities,  and  one  of  the  four  winter  sports  areas. 
Particularly  noticeable  was  the  small  number  of  picnicking,  sports,  and  camping 
areas  operated  as  single  enterprises. 

Recreation  Complexes 

Recreation  enterprises  with  more  than  one  type  of  recreation  facility  were 
operated  by  half  the  borrowers  in  Group  1  and  a  fourth  of  those  in  Group  2.   The 
degree  of  importance  of  each  activity  to  the  recreation  complex  could  not  be 
determined  from  the  available  data. 

Complexes  containing  two  kinds  of  facilities  were  the  most  numerous,  fol- 
lowed by  those  with  four  and  then  three  facilities.   Few  enterprises  had  fac- 
ilities for  five  or  six  activities  and,  of  these,  only  two  with  five  facilities 
were  in  Group  2. 

Some  significant  differences  occurred  between  the  kinds  of  recreation 
facilities  operated  as  single  enterprises  and  those  combined  in  multiple-use 
recreation  areas.   Nearly  80  percent  of  all  water-based  facilities,  including 
all  those  reported  for  swimming,  were  in  recreation  complexes.   Farm  vacation 
facilities  were  fairly  evenly  distributed  between  single  enterprises  and  rec- 
reation complexes  with  the  larger  portion  in  complexes  (56  percent) .  More  than 
90  percent  of  all  reported  picnicking,  sports,  and  camping  areas,  including  all 
reported  travel-trailer  parks,  were  in  complexes.  Hunting  facilities  were  more 
important  as  single  developments  (55  percent) ,  whereas  66  percent  of  horseback- 
riding  facilities  were  associated  with  multiple-use  areas.   Three  of  the  four 
winter  sports  areas  were  in  complexes. 

According  to  the  ORRRC  report,  the  demand  for  fishing  and  hunting  will 
increase  but  at  a  lower  rate  than  that  for  picnicking  and  horseback  riding  and 
at  a  much  lower  rate  than  the  demand  for  swimming,  camping,  and  boating.   In- 
formation about  demand  patterns  would  be  useful  to  borrowers  who  may  want  to 
develop  or  improve  existing  recreation  enterprises.   Of  course,  suitability  of 
land  and  locational  factors  should  also  be  considered. 


Age  of  Borrowers  Related  to  Recreation  Enterprises 

The  largest  number  of  both  single  and  complex  enterprises  was  reported  by 
operators  40  to  49  years  of  age.   In  single  enterprises,  operators  in  the  20  to 
39  and  50  and  older  age  groups  were  fairly  evenly  distributed,  although  the 
younger  age  group  was  slightly  larger.   Recreation  complexes,  on  the  other  hand, 
tended  to  be  operated  by  borrowers  in  the  middle  and  older  age  groups,  which 
were  fairly  comparable  in  size.   The  younger  age  group  had  the  smallest  repre- 
sentation. This  trend  was  observed  in  both  Group  1  and  Group  2  borrowers. 
Single  enterprises  tended  to  be  operated  by  younger  borrowers  and  multiple-use 
enterprises  by  older  borrowers. 
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Operator's  Experience  with  Recreation  Enterprises 

Years  of  experience  in  operating  recreation  enterprises  included  experience 
at  present  and  other  locations.  Most  borrowers  in  the  sample  had  relatively 
little  experience  operating  such  enterprises.   Approximately  two-thirds  of  them 
reported  up  to  5  years'  experience,  and  of  these,  approximately  one-third  had 
under  1  year's  experience  and  were  mainly  concentrated  in  Group  1. 

Of  the  113  single  enterprises,  72  percent  were  operated  by  borrowers  having 
up  to  5  years'  experience  with  recreation  enterprises.   Almost  four-fifths  of 
Group  1  borrowers  and  two-thirds  of  Group  2  who  operated  single  enterprises  were 
in  this  range.   Borrowers  having  6  or  more  years'  experience  were  much  more 
prominent  in  Group  2. 

Fifty-six  percent  of  the  70  borrowers  operating  recreation  complexes  had 
under  5  years'  experience.  Ninety  percent  of  this  figure  came  from  Group  1. 
Most  of  the  borrowers  with  6  or  more  years'  experience  came  from  Group  2. 

The  more  experienced  recreation  operators  came  from  Group  2.   They  also 
tended  to  operate  single  enterprises  rather  than  recreation  complexes. 

FINANCIAL  CHARACTERISTICS 

Capital  Assets 

Nearly  $8  million  of  farm  assets  in  land,  livestock,  and  equipment  were  rep- 
resented by  181  of  the  183  farm  operations.    (Data  were  not  available  for  two 
farms).   This  amounted  to  an  average  of  $43,450  per  farm.  Average  assets  of 
Group  1  farms  were  $44,200,  and  those  of  Group  2  were  $42,600.   These  differ- 
ences are  insignificant. 

No  observable  relationship  was  discovered  between  the  average  assets  per 
farm  and  the  number  or  selection  of  recreation  activities  recorded.  Nor  was 
there  any  relationship  between  value  per  farm  by  type  of  farm  and  the  recreation 
enterprises  reported. 

Costs  and  Returns  from  Recreation  Enterprises 

Marked  differences  in  gross  costs  and  returns  frequently  occurred  where  the 
recreation  enterprises  seemingly  were  comparable.  Many  elements,  such  as  dif- 
ferences in  scale  of  operation,  managerial  and  labor  efficiency,  location, length 
of  time  operated  each  year,  volume  of  business,  and  other  variables,  affect- 
ed returns.   But  these  elements,  as  well  as  others,  could  not  be  isolated  from 
the  available  data. 

For  the  analysis,  gross  incomes  from  recreation  were  used  rather  than  net 
incomes.  A  variety  of  interpretations  to  instructions  for  reporting  expenses 
made  net  income  figures  less  dependable  as  a  tool  for  analysis. 

As  an  indicator  of  volume  of  business,  the  28  borrowers  operating  farm  va- 
cation facilities  as  single  enterprises  reported  gross  returns  ranging  from 
zero  on  one  farm,  where  the  borrower  was  unable  to  operate  his  recreation 
enterprise  in  1964  because  of  illness,  to  $19,000  on  another. 
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Similarly,  the  5  areas  for  picnicking,  sports,  and  camping  showed  returns 
ranging  from  $100  to  $9,100;  the  24  water-based  enterprises  grossed  from  zero 
to  $3,050;  and  the  29  hunting  areas  grossed  from  $50  to  $19,800. 

FHA  borrowers  operating  "other"  facilities  reported  gross  returns  which 
ranged  from  $450  to  $50,000.   The  six  golfing  facilities  reported  in  this 
category  grossed  from  $650  to  $50,000  and  accounted  for  the  wide  range  in  re- 
turns. These  golfing  facilities  were  basically  different.   Two  18-hole  courses 
reported  $26,550  and  $26,750;  a  driving  range  and  a  "pitch  'n'  putt"  area 
reported  $650  and  $1,450,  respectively.   The  other  two  golfing  facilities  re- 
ported $16,000  and  $50,000,  but  the  types  of  facilities  offered  were  unknown. 

Gross  returns  from  the  14  horseback-riding  facilities  ranged  from  $350  to 
$28,900.   The  larger  returns  were  reported  for  pack-trip  operations. 

A  preliminary  review  of  average  gross  returns  from  borrowers  reporting 
multiple  recreation  facilities  raised  hopes  that  increasing  the  number  of  rec- 
reation services  might  be  one  way  of  increasing  business.   The  average  gross 
return  among  68  borrowers  operating  multiple-use  recreation  areas  was  $4,400. 
(Two  reports  indicated  no  gross  income.)   Gross  returns  among  110  borrowers 
operating  single  enterprises  averaged  $3,650.   (Three  reports  indicated  no  gross 
income.)  When  golfing  facilities  were  eliminated  from  the  analysis,  average 
gross  income  for  single  recreation  enterprises  dropped  to  $2,550.  Multiple-use 
facilities  tended  to  render  greater  economic  returns. 

Average  gross  income  figures  for  borrowers  in  Group  1  operating  multiple- 
use  enterprises  progressed  from  $2,200  for  two  activities  to  $9,050  for  five. 
Average  gross  income  for  six  activities  deviated  from  this  trend.   The  array 
of  Group  2  failed  to  show  the  same  progression.   Except  for  the  five  operators 
reporting  four  activities  each,  the  number  of  activities  had  little  effect  on 
gross  income  received.   Gross  incomes  averaged  from  $1,800  for  operations  with 
two  activities  to  $1,650  from  operations  with  five.   The  average  gross  income 
from  the  five  operations  with  four  activities  each  was  $12,300,  although  two 
of  these  five  operations  accounted  for  the  abnormally  high  average  returns  for 
this  group. 

Comparison  of  gross  returns  and  the  number  of  years  the  borrower  had  had 
in  the  recreation  business  showed  that  the  more  experienced  borrowers  in  both 
groups  earned  slightly  larger  returns  than  those  with  less  experience.  Group  2 
borrowers  generally  were  more  experienced  in  the  recreation  business.  Yet,  the 
borrowers  in  Group  1  at  all  experience  levels  tended  to  receive  greater  gross 
returns.   This  is  surprising  when  one  considers  that  75  percent  of  them  were  not 
in  the  recreation  business  before  1962. 


PROBLEMS  REPORTED  BY  BORROWERS 

About  one  borrower  in  eight  from  Group  1  and  one  borrower  in  four  from 
Group  2  said  that  they  had  no  problems.   The  fact  that  the  greater  proportion  of 
those  borrowers  were  from  Group  2  may  be  partly  related  to  their  longer  exper- 
ience with  recreation  enterprises.   Basically,  the  same  kinds  of  problems  and 
difficulties  were  reported  by  the  rest  of  both  groups. 
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Many  of  the  problems  mentioned  by  the  borrowers  reflected  their  relative 
inexperience  in  managing  and  operating  recreation  enterprises.  Adequate  man- 
agement is  probably  the  most  indispensible  element  in  the  successful  develop- 
ment of  these  businesses. 

Problems  mentioned  most  frequently  were  related  to  advertising.   Some 
borrowers  complained  about  the  high  costs  of  advertising.   Others  complained 
that  little  benefit  was  derived  from  advertising  because  it  had  not  been  util- 
ized effectively.  Still  others  traced  their  small  volume  of  business  to  not 
enough  advertising. 

No  doubt,  insufficient  advertising  was  responsible  for  some  of  the  small 
business  volume  reported.   But  other  causes,  such  as  adverse  weather,  poor 
fishing  or  hunting  conditions,  competition  from  "free"  facilities  in  the  area, 
and  poor  location  due  to  either  difficult  access  or  distance  from  urban  areas, 
also  contributed  to  the  meager  use  of  the  recreation  enterprises  on  individual 
farms. 

Another  major  problem  was  the  difficulty  of  securing  adequate  liability 
insurance  at  reasonable  rates.  Many  borrowers  felt  that  the  cost  of  adequate 
liability  insurance  was  too  large  a  part  of  their  expenses.  Yet,  eliminating 
some  types  of  insurance  to  reduce  costs  would  result  in  inadequate  protection. 

The  seasonal  nature  of  demand  and  concentration  of  demand  on  weekends 
added  to  operational  difficulties  of  finding  and  keeping  adequate,  qualified 
help  for  some  kinds  of  recreation  facilities.  As  a  result,  some  farm  families 
devoted  more  time  than  they  had  anticipated  to  the  enterprise.   Others  had 
difficulty  in  allocating  their  time  between  the  farmwork  and  the  recreation 
business.   Some  borrowers  discovered  that  they  were  not  prepared  or  equipped 
to  satisfy  their  customers'  demand  for  service  and  personal  attention.   Still 
others  reported  that  conflicts  arose  when  the  peak  demand  for  recreation  services 
occurred  at  the  height  of  the  farming  season. 

Two  borrowers  found  that  the  returns  for  the  recreation  enterprises  were 
too  small  to  compensate  them  for  their  time  and  labor.  Time  spent  in  mainte- 
nance of  the  enterprise,  chiefly  for  cleaning  up  litter  and  for  repairing  damage 
resulting  from  vandalism,  also  increased  the  amount  of  time  required  for  man- 
aging and  operating  the  farm  recreation  enterprises. 

In  four  reported  examples,  operators'  personalities  restricted  their  ability 
or  willingness  to  meet  and  deal  with  customers  in  a  pleasing  manner.   The 
personality  of  the  potential  enterpreneur  is  one  of  the  first  factors  to  be 
considered  before  a  person  enters  the  recreation  business.   In  situations  where 
person-to-person  contacts  are  an  integral  part  of  business  operations,  as  they 
are  in  the  field  of  recreation,  genuine  interest  in  and  enjoyment  of  people  are 
essential.  At  a  time,  too,  when  more  and  more  emphasis  is  being  place  on  ser- 
vices and  personal  attention,  it  is  the  friendly  and  helpful  entrepreneur  who 
will  attract  more  repeat  customers. 

Other  difficulties  direptly  related  to  specific  kinds  of  recreation  enter- 
prises were  reported.  For  example,  borrowers  operating  horseback-riding  facil- 
ities mentioned  the  problem  of  matching  horses  to  riders'  ability;  those  with 
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fishing  activity,  of  keeping  farm  ponds  properly  stocked  with  fish;  those 
with  hunting  activity,  of  raising  healthy  birds.   Another  problem,  although 
minor,  was  the  difficulty  of  obtaining  uniform  health  regulations  from  State 
and  local  health  departments. 

A  few  borrowers  mentioned  a  need  for  specialized  technical  information 
which  was  not  readily  available.   Advisers  working  with  recreation  developers 
should  be  able  to  furnish  sources  which  will  provide  more  complete  information. 

Attracting  customers  and  building  up  a  good  business  volume  are  difficult 
during  the  initial  years  of  developing  a  recreation  business.   Borrowers  should 
be  aware  that  several  years  usually  elapse  before  a  profit  can  be  realized  from 
recreation  enterprises.   It  would  be  wise  for  them,  therefore,  to  plan  their 
financial  programs  accordingly. 
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